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OATH OR AFFIRMATION

I John J. Hunter, Jr. , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Churchill Financijal, LLC , as

of 12/31 .20 07 | are true and correct. I further swear (or atfirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Signature

Vice President

Thtle

commission expires October 28, 2011

Naotary Public

This report ** contains (check all applicable boxes):

(8 (a) Facing Page.

X (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

X (d) Statement of Changes in Financial Condition.

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (H Statement of Changes n Liabilities Subordinated to Claims of Creditors.

Bd (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rute 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

I (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

X (1) An Oath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

O (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

x (o) Independent auditors report on internal accounting control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Churchill Financial, LLL.C

December 31, 2007

SEC Headquarters
Securities and Exchange Commission
Registrations Branch
Mail Stop 8031
100 F Street, NE
Washington, D.C. 20549

SEC Midwest Regional Office
175 W. Jackson Boulevard, Suite 900
Chicago, IL 60604
Attn: Merri Jo Gillette, Regional Director

FINRA/Financial Operations
9509 Key West Avenue, Sth Floor
Rockville, MD 20850
Atin: Eleanor M. Sabalbaro
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CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report

Members
Churchill Financial, LLC

We have audited the accompanying statement of fmancial conditien of Churchill
Financial, LLC (the Companv) as of December 31, 2007, and the related statements of
income, changes in members’ equity, and cash flows for the vear then ended that you are
filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These {inancial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the {inancial statements are free of materal
misstatenent. An audit includes consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Company's
internal control over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on a test basis, evidence supperting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion,

In our opinion, the financial statements referred to above present lairly, in all matenial
respects, the financial position of Churchill Financial, LLC as of December 31, 2007, and
the results of ils operations and its cash {lows for the year then ended in conformuty with
accounting principles generallv accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic linancial
statements taken as a whole. The information contained in Schedule I is presented for
purposes of additional analysis and is not a required part of the basic financial statements,
but is supplementary information required by rule 17a-5 under the Secunties Exchange
Act of 1934, Such information has been subjected to the auditing procedures applied in
the audit of (he basic financial statemenis and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

WXM/ LLf

Lowsville, KY
February 22, 2008

]

mountjoybressler.com 2300 waterfront Plaza

325 W. Main Street
Louisville, Kentucky 40202

(502} 992-2700
(502) 992-4700 fax

175 East Main Street, Suite 200 The Ernst Mansion

Lexington, Kentucky 40507 405 Garrard Street
Covington, Kentucky 41011

(859) 255-4950 (859} 431-1975

(859) 255-2875 fax (859} 431-7721 fax

An Independent Member of Baker Tilly International

150 Flynn Avenue, Suite 100
P.O. Box 5630

Frankfori, Kentucky 40602
(502) 227-9000

(502} 227-9400 fax




Churchill Financial, LLC
Statement ol Financial Condition
As of December 31, 2007
ASSETS

Cash

Deposits with clearing Nrms

Receivable from brokers and dealers

Prepaid expenses

Fixed assets, net of accumulated depreciation of $30,946

Total assets

LIABILITIES AND MEMBERS” EQUITY
Accounts payable and accrued expenses
Members” equity

Total labilities and members’ equity

$ 34,050
165,777
280,590

1,084

$ 41,951
410.228
3 452,179

See accompanying independent auditor’s report and notes to financial staiements.
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Churchill Financial, LLC
Statement of Income

For the Year Ended December 31, 2007

Revenues:
Commissions $  2.608.420
Investment advisory fees 13,871
Dividend, interest and other income 4,408
2,686,699
Expenses:
Cleanng (ees 607,803
Occupancy and equipment rental 124,984
Compensation costs and guaranteed payments {o partners 489,434
Other operating expenses 103218
1.325.439
Income Before Income Taxes [,361,260
Income Tax Expense 32315
Net income 3 1328943

See accompanying independent auditor’s report and notes to financial statements.
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Churchill Financial, LLC
Statement of Changes in Members™ Equily

For the Year Ended December 31, 2007

Balance, beginning of year $ 275,283
Net income 1,328,945
Distributions (1,194 .000)
Balance, end of year S 410238

See accompanying independent auditor’s report and notes to {inancial statements.
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Churchill Financial, LLC
Statement of Cash Flows

For the Year Ended December 31, 2007

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to cash provided by operating

activities;

Depreciation

(Increase) in operating assels:
Deposits with clearing firms
Prepaid expenses

Receivable from brokers and dealers

Increase in operating liabilities:
Accounts payable and accrued expenses

Net cash provided by operating activities
Cash flows from investing activities:
Purchase ol equipment

Net cash used in investing activities
Cash flows from financing activities:
Member distributions

Net cash used in financing activities

Net decrease in cash

Cash, beginning of year

Cash, end of vear

&3

1,328,945

8.613

(1,206)
(132)
(199,148)

14,705

1,151,777

(1357

(1,337)

(1.194.000)

(1.194.000)

(43,580}

97.630

———— S

5 534050

See accompanving independent auditor’s report and notes to [inancial statements.




Churchiil Financial. LLC
Notes (o Financial Statements

For the Year Ended December 31, 2007

Note | - Nature of Business and Significant Accounting Policies

Churchill Financial, LLC (the Companv) 1s a brokei/dealer in securiiies registered with
the Securities and Exchange Commission under the exemptive provisions of (SEC) Rule
15¢3-3(k)}2)(11). These provisions provide that all funds and securities belonging to
customers be handled by a correspondent broker/dealer. In addition, the lability of the
members of the Company is limited to the member’s total capital contributions.

The accounting policies followed by the Company are as follows:
Statement of Income

For purposes of this statement, the Company recognizes commissions and related
clearing expenses on a settlement date basis as security transactions occur.

Statement of Cash Flows

For purposes of this statement, the Company considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents.

Income Taxes

The Company is erganized as a limited liability company and has elected 1o be laxed as a
partnership for Federal income tax purposes. Therefore, net income lor Federal and Siate
income tax purposes is passed through to the members personally. Income t1ax expense
represents local income taxes [or the year ending December 31, 2007,

Use of Estimates

Preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management 10 make estimates and
assumptions that alfect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results coutd differ
from those reported.



Churchill Financtal, LLC
Notes to Financial Statements, Coentinued
For the Year Ended December 31, 2007
Note 1 - Continued
Accounts Receivable

Managemen{ considers all accounts receivable to be collectible. Accounts recetvable
determined uncollectible will be written off when that determination is made.

Fixed Assets

Fixed assets are recorded at cost. Depreciation is provided on a straight-line basis using
an estimated useful life of three to five vears.

Note 2 - Net Capital Requirements

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and Exchange Act
of 1934, a minimum net capital requirement must be maintained, as defined under such
provisions. Net capital and the related net capital ratio may fluctuate on a daily basis.

There were no material madequacies in the computation of the ratio of aggregate
indebtedness to net capital at December 31, 2007 or the procedures followed in making
the periodic computation required. At December 31, 2007, the Company had net capital
of $378,447 and net capital requirements of $5,000. The ratio of aggregate indebledness
to net capital was 0.111 to 1 at December 31, 2007. The Securities and Exchange
Commission permits a ratio of no greater than 15 to 1.

Note 3 — Possession or Control Requirements

The Company adheres to the exemptive provisions of (SEC) Rule 15¢3-3(k)(2)(i1) by
transmitting all customer funds and securities to the clearing broker who carries the
customer accounts. Therefore, the Company does not hold or have any possession or
control of customer funds or securities.



Churchill Financial, LLC
Notes 10 Financial Statements, Continued

For the Year Ended December 31, 2007

Note 4 — Concentration of Risk

Substantially all commissions earned by the Company were received from trades directed
by one mvestmen management firm, Culbinan Associates, In¢. Certain members of the
Company are also stockholders of Cullinan Associates, Inc. The Company’s offices are
located in the offices of Cullinan Associates, Inc. and the Company paid $103,780 in
occupancy and equipment rental costs to a non-member stockholder of Cullinan
Associales, Inc., [or the vear ended December 31, 2007,

Note 5 - Simplified Emplovee Pension Plan

The Company has a Salary Deferral Simplified Employee Pension plan (SAR-SEP),
whereby it may (bul is not required to) make discretionary contributions on behalf of
employees who have been with the Company for two years or more, In addition, eligible
employees may make contributions to the SEP. There were $114,760 of Company
contributions during the vear.

Note 6 — Concentration of Credit Risk

Bank balances are insured by the Federal Deposit Insurance Corporation (FDIC), up to
$100,000 for each bank with which the Company has accounts. At December 31, 2007,
the Company did not have bank account balances exceeding FDIC insurance linuts.

Note 7 — Related Party Transaclions

The Company leases office space from a partnership which is owned by two Company
members on a month-to-month basis. The current monthly rental is $1,500 plus certain
operating expenses. The amount charged to rent expense was $19,204 for the year ended
December 31, 2007,



Schedule |
Churchill Financial, LLC

Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange
Commission

As of December 31, 2007

Nel capital:

Total members’ equity & 410,228
Deduct non-allowable assets and excess ftdelity bond deductible 31,781
Net capital before haircuts on securities positions (tentative net capital) 378,447
Hatrcuts on securities positions -
Net capital 3 378,447
Aggregate indebtedness:

Accounts payable and accrued expenses $ 41.951
Total aggregate indebtedness $ 41,951

Computation of basic net capital requirement:
Minimum net capital required b 5,060

Excess net capital S 373,447
Ratio: aggregate indebledness 1o net capital 0111101
Reconciliation with Company’s compuiation (included in Part Il of Form X-17A-5 as of
December 31, 2007)

Net capital, as reported in Company’s Part 1A (Unaudited) FOCUS report S 378447
Net capital per above $ 378,447

See accompanying independent auditor’s report.
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| CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report on Intemal Control Required by SEC Rule 17a-3(e)(1) {or
a Broker-Dealer Claiming an Exemption From SEC Rule [5¢3-3

Members
Churchill Financial, LLC

In planning and performing our audit of the financial statements and supplemental
schedule of Churchill Financial, LLC (the Company), as of and for the vear ended
December 31, 2007, in accordance with auditing standards generally accepted in the
Umited States of America, we considered the Company’s intemal control over {inancial
reporting (internal control} as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opmion on the effectiveness of the Company’s
internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company
including consideration of control activities for safeguarding securities. This study
includes tests of such practices and procedures that we considered relevant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(2)(11) and for
determining compliance with the exemptive provisions of rule 15c3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following;

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internat
control and the practices and procedures referred 1o in the preceding paragraph. In
futfilling this responsibility, estimates and judgments by management are required 1o
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC's above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are (o provide
management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or

mountjoybressler.com 2300 Waterfront Plaza 175 East Main Lt(r)eet, Suite 200 The Ernst Mansion 150 Flynn Avenue, Suite 100
325 W. Main Street Lexington, Kentucky 40507 405 Garrard Street P.O. Box 5630
Louisville, Kemucky 40202 Covington, Kentucky 41011 Frankfort, Kentucky 40602
(502) 992.2700 (859) 255-4950 {859y 431-1975 (502} 227-9000
(502) 992-4700 fax (859) 255-2875 fax {859 431-7721 fax (502) 227-9400 fax

An Independsnt Member of Baker Tilly tniernationai



disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of {inancial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures
referred 1o above, error or fraud may occur and not be detected. Also, projection of anv
evaluation of them to future periods i1s subject to the risk that they mav become
mnadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

A control deficiency exists when Lhe design or operation of a control does not allow
management or emplovees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency 1s a control
deficiency, or combination of control deficiencies, that adverselv affects the entity's
ability 10 initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a
remote likelithood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness 1s a significant deficiency, or combination of significant
defictencies, that resulis in more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity's intemal control.

Our consideration of internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal
control that might be material weaknesses. We did not identify any deficiencies in
internal control and control activities for safeguarding securities that we consider to be
material weaknesses, as defined above,

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC 10 be adequate for s
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures, as described
in the second paragraph of this report, were adequate at December 31, 2007, to meet the
SEC's objeclives.

This report i1s intended solely for the information and use of members, management, the
SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies
that rely on rute 17a-5(g) under the Securities Exchange Act of 1934 in their regulation



of registered brokers and dealers, and is not mtended (o be and should not be used by
anyone other than these specified parties.

Moy Beskln, -F

Louisville, KY
February 22,2008

END



